Abstract
1.
Introduction The crucial needs for government to participate in the economy can be seen from the need to enforce contracts, protect property, and develop infrastructure (Abdullah, 2000; Njoku & Nwaeze, 2014) . The role of government in economic activity received much attention in the 1930s through the works of John Maynard Keynes who argued that government spendingparticularly increases in government spending -boosted growth by injecting purchasing power mixed evidence in their study using Vector Autoregressive Model (VAR). According to them, Government expenditures on health and agriculture were significant while the government expenditures on water and education were not significant. Mixed evidence was also found in the study by Nwadiubu and Onuka (2015) . In their study, government expenditures on transportation, communication, and health were significant while government expenditure on education was not significant. The study by Egbetunde and Fasanya (2013) showed that the components of government expenditure had negative impact on economic growth using Autoregressive Distributed Lag Model (ARDL). The variations of the findings of these studies (Adewara & Oloni, 2012; Ebiringa & Anyaogu, 2012; Egbetunde & Fasanya, 2013 and Nwadiubu & Onuka, 2015) from the theoretical literature justify the need for this study to re-examine the relationship between components of government expenditure and economic growth in Nigeria. This study believes that using a more robust estimation technique (Dynamic Ordinary Least Squares which incorporates endogeneity and auto-correlation) may yield more reliable result. The objective therefore is to re-examine the impact of components of government expenditure on economic growth in Nigeria from 1981 to 2015.
2.
LITERATURE REVIEW Theories propounded so far on government expenditure and economic growth has shown that increase in government expenditure can lead to economic growth. Wagner's theory of government expenditure predicts that the development of an industrial economy would be accompanied by an increased share of public expenditure in gross national product (Balogun, 2013) . While Keynes (1936) , Njoku and Nwaeze (2014) maintain that economic growth is the outcome of government expenditure, Egbetunde and Fasanya (2013) using bounds testing (ARDL) approach showed the impact of total public spending on growth to be negative. On one hand, Musgrave-Rostow's theory holds that in the early stage of economic growth, public expenditure in the economy should be encouraged because at this stage, there exists market failures and hence there should be robust government involvement to deal with these market failures (Ogba, 1999) . On the other hand, the displacement effect hypothesis propounded by Peacock and Wiseman (1961) state that government spending tends to evolve in a step-like pattern, coinciding with social upheavals, notably wars (Aigheyisi, 2014). These theories have been empirically supported by the works of Ebiringa and Charles-Anyaogu (2012), Egbetunde and Fasanya (2013) , Adewara and Oloni (2012), Nwadiubu and Onuka (2015) , Nwadiubu and Onuka (2015) . Empirically, Ebiringa and Charles-Anyaogu (2012) adopted the Cochrane-Orcutt and ECM method to measure the impact of government expenditure on economic growth in Nigeria and found that expenditure on telecommunication, defence and security, education and health sectors had positive impact on Nigeria's economic growth but transportation and agricultural expenditures have impacted negatively on the economic growth in Nigeria. Adewara and Oloni (2012) using the vector Autoregressive models (VAR) showed that expenditure on education has failed to enhance economic growth due to the high rate of rent seeking in the country as well as the growing rate of unemployment. Nwadiubu and Onuka 2017 , Vol. 7, No. 5 ISSN: 2222 11 www.hrmars.com (2015) followed in the same direction by employing the disaggregated analysis and their results revealed that government total capital expenditure (TCAP), total recurrent expenditures (TREC), and government expenditure on education (EDU) have negative effect on economic growth. Nwadiubu and Onuka (2015) however, agreed that rising government expenditure on transport and communication (TRACO), and health (HEA) results to an increase in economic growth.
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3.
Research Methods The model for this study is derived from works of Adewara and Oloni (2012) which was adapted from the works of Kocherlakota and Yi (1997) . The model of Adewara and Oloni (2012) is specified as follows:
(3.1) Where RGDPt is the Real GDP for the sample period, REVt represent the total revenue, ADMINt represent the total expenditure on administration, SOCIALt represent the total expenditure on social and community services, TRANSFERt represent the total expenditure on transfer, ECONt represent the total expenditure on economic services and µt is the error term. With slight modification to equation (3.1), by adding exchange rate (NEX) we have:
(3.2) Taking the logarithm of equation (3.2), we have:
Where, RPC = Real per capita GDP, TA = total expenditure on administration, TC = the total expenditure on social and community services, TE = total expenditure on economic services, TR = the total expenditure on transfer, GR = Government Revenue, NEX = exchange rate, µt = the error term, and ln = logarithm. Transforming equation (3.3) into Dynamic Ordinary Least Squares (DOLS) model, the equation becomes:
In equation 3.4, Xt is a vector of all explanatory variables (I, TA, TC, TE, TR, GR and NEX); M / is a subset of I(1) variables of X; α1, α2, α3, α4, and α5 are vectors of long-run coefficients; µt is a well behaved error term; m, n, p, q , r and w are leads of the first difference of explanatory variables; Δ is the first difference operator, and -m, -n, -p, -q, -r and -w are lags of the first difference of explanatory variables. The leads and lags of the first difference of explanatory variables are included to deal with the problems of endogeneity and autocorrelation as adopted by Craigwell and Wright (2012) . To estimate the short run dynamics equation (3.4) becomes:
International Journal of Academic Research in Business and Social Sciences 2017 , Vol. 7, No. 5 ISSN: 2222 12 www.hrmars.com (3.5) Where is the coefficient of the ECM. The ECM enables us to distinguish between the short-run and the long-run and its results indicate the speed of adjustment back to long run equilibrium after a short run shock. The data for this study were obtained from various issues of Central Bank of Nigeria Statistical Bulletin, for a period of 35 years. The use of Dynamic Ordinary Least Square (DOLS) requires that the dependent variable should be I(1) and at least some of the right hand side (RHS) variables should be I(0) or I(1). This condition requires that estimation should commence by conducting stationarity test. The lag length of the first difference of each series will be obtained as the stationarity test is conducted. In this study, we employ Augmented Dickey Fuller (ADF) test. This test operates under the hypothesis of series has unit root. Schwarz Information Criterion and Akaike Information Criterion are used to decide optimal lag length. The ADF test has the following model:
In equation (3.6), is the difference operator, X is the natural logarithm of the series, T is a trend variable, λ and are the parameters to be estimated and is the error term, which is independently and identically distributed with zero mean and constant variance. Therefore, it adjusts the error terms by adding the lagged difference terms of the regressand (Engle & Granger, 1987) . The stationarity test provides a ground to determine the order of integration of the variables employed in the model. One point to note is that if the variables are integrated of different orders, then there is need to look for co-integration. Co-integration tests help to establish if some long-run equilibrium relationship exists between the dependent variable and all the variables entering the real per capita GDP function. We employ Johansen's approach to measure this long-run equilibrium relationship among the variables. This is done by checking if the residual obtained from static OLS is stationary at level or not. If the residual is stationary at level, the series are co-integrated. Then, equation 3.4 would be estimated using the dynamic OLS, followed by short run dynamics specified in equation 3.5.
In developing countries, such as Nigeria, the nature of data collection may lead to spuriousness of regression estimation especially in long run analysis. The technique adopted in this study is based on Monte Carlo simulations, which estimators are more robust in small samples when compared to other alternative estimators. Secondly, it is a technique for obtaining efficient estimators for the co-integrating vectors involving deterministic components and accommodates varying orders of integration and the possible simultaneity among variables (Stock & Watson, 1993) . Lastly, it provides efficient estimates, useful to estimate variables that 2017 , Vol. 7, No. 5 ISSN: 2222 13 www.hrmars.com are stationary and non-stationary and behaves well in small samples as well as avoids endogeneity issues.
International Journal of Academic Research in Business and Social Sciences
.
Data Analysis Table 4 .1 provides descriptive statistics of the series employed for the study. Source: Authors' Regression Output
In Table 4 .1, the descriptive statistics of the data are presented. The mean and median displayed a high level of consistency, as their values are within the range of minimum and maximum values of the series. It is only in the degree of openness that there is a good evidence of evenly spread. Its standard deviation is low. In others, the standard deviations have large values and this may be due to problems of outliers in the series and evidences can be seen in median except for nominal exchange rate. All values of median are less than the values of mean except in nominal exchange rate. This only occurs in series with extreme large values. In addition, all the series are rightly skewed except nominal exchange rate. The skewness coefficients for real per capita GDP, total expenditure on administration, total expenditure on social and community services, total expenditure on economic services, total expenditure on transfer, and government revenue are 5.23, 0.96, 1.28, 0.91, 1.16 and 0.98 respectively except nominal exchange rate, which skews negatively. This shows that all the series are symmetrical around the mean and thus close to normal distribution except nominal exchange rate. The evidence of closeness to normal distribution can be seen in all values which are greater than 0 in all series. In terms of Kurtosis, real per capita GDP, total expenditure on social and community services, and total expenditure on transfer have the following values 30.04, 3.12 and 3.19 which are greater than 3. This implies that these series are not normally distributed.
Other series: total expenditure on administration, total expenditure on economic services, and 2017 , Vol. 7, No. 5 ISSN: 2222 14 www.hrmars.com government revenue are less than 3, which means they are normally distributed. Their values are 2.33, 2.54, 2.60 and 1.53 respectively. Jarque Bera statistics for the series show that total expenditure on administration, total expenditure on economic services, government revenue and nominal exchange rate are normally distributed at 5% level of significance. Their pro-values are 0.05, 0.08, 0.05 and 0.09. Real per capita GDP, total expenditure on social and community services, and total expenditure on transfer have pro-values less than 0.05 and the values are 0.00, 0.02, and 0.01. As earlier specified, this may be caused by the problems of the outliers. The normality problem is taken care by the coefficients of skewness. None of the values are less than zero, which is strong evidence for normal distribution in real per capita GDP, total expenditure on administration, total expenditure on social and community services, total expenditure on economic services, total expenditure on transfer, and government revenue. The result of the stationarity test is shown in Table 4 .2. Table 4 .2 shows the results of the unit root test estimation on the series using Augmented Dickey-Fuller (See Appendix One). All the series are stationary after first difference at 5% level of significance. The Akaike Information Criterion is used to decide optimum lag length for real per capita GDP (RPC). The Schwarz information criterion was used to decide optimum lag length for other series. Co-integration is shown in Table 4 .3. 2017, Vol. 7, No. Table 4 .3 shows that the residual from static OLS is stationary at level (See Appendix Two). This result shows that there is long-run relationship among the series. This shows that Dynamic OLS can be used to estimate the long-run relationship among the series. Table 4 .4 provides the information on long-run regression of the relationship among the series (See Appendix Three for full detail and comparison with Ordinary Least Square Output). The results presented in Table 4 .4 shows that the R-squared (R 2 ), attributed to the independent variables is 0.8839. This implies that all the independent variables explained about 88.39 percent of the variations in real per capita GDP and the remaining 11.61% can be attributed to other factors not included in the model. Dynamic OLS does not report F-statistics and DW Statistics (E-views 9). Government expenditure on administration (TA) has the expected positive sign and is significant at 5%. The result showed that every 1% increase in government expenditure on 2017 , Vol. 7, No. 5 ISSN: 2222 16 www.hrmars.com administration leads to 1.34% increase in economic growth during the years under study. This finding is in line with the findings by Ebiringa and Charles-Anyaogu (2012) which obtained positive significant relationship between government expenditure on defence and security which are components of administration. On the other hand, government expenditure on social and community services (TC) apart from not having the expected result, it is also not significant in the period under study. A 1% increase in government expenditure on social and community services (TC) leads to a decrease of 0.08% in the real per capita GDP in the period under study. This finding supports earlier studies by Adewara and Oloni (2012) and Nwadiubu and Onuka (2015) , who investigated the impact of government expenditure on economic growth. They found that government expenditure on social and community services failed to enhance economic growth. Adewara and Oloni (2012) attributed the non-performance of the expenditure on social and community services to high rent-seeking prevailing in the economy and high unemployment rate. Government expenditure on economic services is neither significant at 5% nor has the expected sign. The coefficient is negative. The result showed that 1% increase in government expenditure on economic services leads to a decrease of 0.32% in real per capita GDP in the period under study. This finding is similar to the findings of Tawose (2014). His findings showed that government expenditure on economic services has inverse relationship with industrial productivity in Nigeria. Expenditure on government economic services should have promoted economic growth in the country but high level of corrupt practices prevalent in Nigeria (diversion of public funds into private accounts, misappropriation of public fund and inflating contract price) have become impediments to economic growth. Government expenditure on transfers (TR) neither has the expected sign nor significant. A 1% increase in government expenditure on transfers led to a decrease of 0.17% in the real per capita GDP during the period under study. This negative relationship between government expenditure and economic growth supports study conducted by Rahman, Ullah and Khalil (2015) . Their findings showed that debt-servicing crowded out private investment in Pakistan. A major reason that can be attributed to non-significance of the coefficient of government expenditure on transfers is the increase in the burden of debts when a country does not redeem within stipulated time. It also indicates that the size of government expenditures on transfers rises with increase in economic growth. In the same vein, the total government revenue does not have the expected sign nor was it significant. It is negatively signed. A 1% increase in government expenditure decreases real per capita GDP by 0.64% contrary to a priori expectation. The last independent variable is exchange rate. As expected, it has negative sign and it is significant at 1% level of significance. This finding has shown that exchange rate has significant impact on economic growth in Nigeria and it determines the performance of other macroeconomic indicators because of the importdependent nature of the economy. The parsimonious ECM for Dynamic OLS is given in Table 4 .4 and it was computed by generating the error correction term (See Appendix Four for full details). The variables that are not significant in the over-parameterisation ECM are removed from the final estimation. 2017 , Vol. 7, No. 5 ISSN: 2222 17 www.hrmars.com Table 4 .5 shows that the R-squared (R 2 ) that measures the proportion of the variations in the dependent variable attributed to the independent variables are 0.4089. This implies that all the independent variables could explain only 48.28 percent of the variations in real per capita GDP. The remaining variation is the error term and is attributed to other factors not included in the model. It should be noted that Dynamic OLS does not report F-statistic and DW Statistic. Having removed the variables that were not significant from the over-parameterised ECM, we have the result in Table 4 .5 about the ECM and the coefficient is negative and statistically significant at 5% level of significance. The result showed that 71.38% of the error in the previous times disequilibrium is corrected. Total expenditure on administration, the total expenditure on social and community services, and exchange rate were deleted from the final estimation because they were insignificant in the over-parameterize ECM. Nominal exchange rate is significant at 5% level of significance and is negative as the expected sign. A 1% increase in nominal exchange rate led to 0.02% decrease in real per capita GDP in the period under study. This further confirms the impact of exchange rate on economic growth in Nigeria.
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5.
Conclusion and Recommendations This study examined the relationship between government expenditure and economic growth in Nigeria using Dynamic Ordinary Least Square. The study made use of time series data on government expenditure on administration, government expenditure on economic services, government expenditure on community and social services, government expenditure on transfers, government total revenue, nominal exchange rate and real per capita GDP for the period of 1981 to 2015. Data were sourced from various issues of the Central Bank of Nigeria Statistical Bulletin except data from the real per capita GDP which was computed by the authors. This study adopts error correction mechanism computed through Dynamic Ordinary Least Squares. Empirical findings indicate that in the long run, government expenditure on administration and nominal exchange rate were significant and therefore impacted significantly on economic growth in Nigeria. This showed that government can make use of expenditure on administration and nominal exchange rate to influence economic growth in Nigeria. The findings further showed that other components of government expenditures did not have 
